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OREGON BUSINESS = JANUARY 


Compared with 
December 19442 January 1942 








Bank Debits (daily average) — 10.1 % + 36.5% 
Retail Sales (daily average) — 2749 + 13.0 


Building Permits + 51,3 + 121.4 





Lumber Production (weekly average )2/ — 12.4 — 33.6 


Ordinary Life Insurance Sales _ = GleT 56.4 

Gasoline Sales , — 5.6 29.3 

usiness Failures — 11.1 68.0 
v/ Western Oregon and Western Washington 


(See pp. 8-10 for comment and indexes for 12 Oregon Trade Areas) 








LIFE-INSURANCE SALES IN OREGON, 1923-1942 
Edward G. Daniel, Professor of Business Administration 


Ordinary life insurance represents, from the individual's point of view, the 
voluntary purchase of increased financial security. The possession of a policy 
gives immediate financial protection to the family in event of the insured's death. 
In the long run, as premiums are regularly paid in and the cash value of the policy 
increases, insurance becomes an important form of voluntary savinge Purchase of 
life insurance indicates on the part of the individual a realization of financial 
responsibility toward the family; and it represents a voluntary sacrifice, to the 
amount of the insurance promiun, in ordor to mcet this responsibility. Any sig- 
nificant change in life-insurance sales per capita, thorefore, not only produces 
a change in tho security of the average American family but also indicates some 
change in the disposition or ability of individuals to purchase additional security 
for themselves. Examination of insurance sales data for the last decade should be 
illuminating in view of the recent growth of compulsory socialeseourity plans. 
Although the experience of any one state cannot be taken as typical, it is signifi- 
cant that one-fourth of the 2,132 Massachusetts families reached by the T.N.E.Ce 





——-— 


: 
: 
| 
' 
i 











OREGON BUSINESS REVIEW 








survey of 1939 were receiving some form of public assistance and, therefore 
lacked financial security.1/ 


Total life-insurance premiums vaid in 1941 constituted 4.47 per cent of the 
total national income. For this reason, life insurance must be considered as an 
important segment of American business. At least eight university research 
bureaus list life-insurance sales as an indicator of business activity, and three 
of these include life-insurance sales data as a component part of an index of 
general business activity. 


Furthermore, life insurance affects the economic life of the vast majority 
of American families. The T.N.E.C. survey shows that 92 per cent of the repre- 
sentative families were either carrying life insurance or had carried it at some 
time, and 79 per cent were actually carrying life insuracne at the time the 
Survey was made. 


Since life-insurance premiums are invested by the insurance companies, life 
insurance provides an important source of the nation's capital. For this reason 
the insurance sales data over a period of years can profitably be inspected for 
business=-cycle fluctuations. It is also important to ascertain whether the pro- 


pensity to purchase life insurance changes significantly as income rises and 
falls. 


In this study, attention will be focused on the ordinary life-~insurance sales 
in Oregon. Premiun payments on this type of life insurance were over 60 ver cent 
of all premiums on life insurance and 2.75 per cent of the national income in 
1941. The data on the total volume of sales will be examined to discover the 
magnitude and movements of these sales in Oregon as compared to sales in Wash- 
ington, California, and the United States for the years 1923-1942. Oregon will 
be compared to the United States in regard to per capita insurance sales for the 
veriod 1929-1940. Finally, the data for Oregon and the United States will be 
presented to show the relation of per capita ordinary life-insurance sales to 
per capita income for the years 1929-1940. In all these comparisons, cyclical 
movements will be noted, and fluctuations of the volume of insurance sales will 


be compared to fluctuations in the physical volume of production for the United 
States. 


The computations and conclusions in this study are based on data compiled by 
the Life Insurance Sales Research Bureau, Hartford, Connecticut. These basic 
data represent the sales of new paid-for ordinary life insurance, exclusive of 
group and wholesale business, increases, dividend additions, annuities, and rein- 
surance from other companies. The data are compiled from 53 contributing com- 
panies which account for approximately 51 per cent of all the business. The 
volume has been raised by the Hartford Bureau to represent total sales of ordinary 
life insurance of all companies in the continental United States. A ratio of the 
Sales of the 53 companies to annual sales of all comnanies in each state based 


upon four years' aggregate experience is used to raise the volume figures to 
100 per cent. 





1/ Families and Their Life Insurance. (Temporary National Economic Committee, 
U. S. Government Printing Office, Washington, D. C., 1940), p. 9. 
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Table i. Ordinary LifeeInsurance Sales in Pacific States, 1923-1942 











———=———4 


Cent of Total U, S, Sales 
Washington California 








Volime of Sales (Thousands) 
Washington California 








Oregon Oregon 





$70, 639 $121, 705 $413,912 1.57 % 5,34 % 


73, 465 
78, 608 
80,966 
82,585 
87,540 
98,045 
91,182 
70,130 
57,402 
47,594 
49,745 
53,153 
59,443 
64,607 
55,533 
55,099 
54,665 
62,818 
56,281 


124,139 
141,519 
151,425 
151,425 
152,939 
166, 704 
163,370 
121,833 
96,087 
79,043 
91,812 
88,361 
98,563 
97,926 
82, 662 
88,392 
90,599 
112,541. 
110, 887 


463,582 
523,848 
529,086 
550 249 
561,254 
617,379 
635,900 
534,690 
436,653 
370,043 
402,526 
433,325 
442,772 
455,883 
416,178 
398, 425 
406,112 
469,591 
440,252 


» 89 
83 
- 82 
. 83 
. 84 
87 
85 
75 
- 76 
e 72 
- 68 
75 
o Sl 
o 86 
- 85 
86 
2 83 
e 86 
. 89 


1,49 
1,49 
1,54 
1,52 
1,46 
1,48 
1,51 
1,29 
1,27 
1,19 
1,26 
1,21 
1,54 
1,29 
1,26 
1,37 
1,38 
1,53 
1,75 


5,58 
5, 54 
5, 58 
5,52 
5.58 
5, 49 
5.91 
5, 70 
5.79 
5-60 
5,52 
5.95 
6, 02 
6,05 
6,57 
6,20 
6,18 
6, 41 
6.95 























Ave, $67,475 | $116,697 5, 84 % 
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* Source: Computed from data supplied by the Life Insurance Sales Research 
Bureau, Hartford, Connecticut, 


$475,082 82 % 1,41 % 

















The dollar volume of ordinary insurance sales for Oregon, Washington, end 
California and the percentage relationship of this volume in each of these three 
states to total ordinary insurance sales in the United States are shown in Table 
I, above, The annual volume of sales for Oregon during this twenty-year period 
was much smaller than the sales in Washington and California, On the average, 
Washington sales were 171 per cent of Oregon sales, and California sales were 
. 707 per cent of Oregon sales, 


From 1923 through 1934, the percentage of Oregon sales to total United States 
sales declined, This decline was irregular, but the downward trend was steady, 
Wherens in 1923 Oregon sales were ,.91 per cent of United States sales, by 1934 
they had dropved to only .68 per cent, a decline of 25 per cent, Almost the same 
degree of decline is shown in the Washington sales for the years 1923 through 
Io 355, California salcs, on the other hand, show a slightly increasing peocemiage 
of Unitec States sales, By 1942, Washington had more than regained her 1923 per- 
centage of total United States sales, and Oregon had nearly regained her former 
relative position, The California figures show a steady increase in the percen- 
tage of United States sales, Oregon and Washington sales both declined relative 
to United States sales during the depression years 1929-1933, whereas California 
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Sales constituted a slightly increasing percentage of the national figure, It 
may be concluded, therefore, that the cyclical fluctuations of ordinary life= 
insurance sales in Oregon and Washington were greater than for the country at 
large, whereas California sales fluctuated less than the national sales, 


In order to visvalize better the comparative movements of sales in these 
regions, index numbers have been constructed on tho basis of 1923=100, These 
relative movements are shown on Chart A, page 5, 


The absolute volume of salos grew markedly for the three Pacific Coast states 
and for the United States from 1923 through 1929, During the depression tho 
absolute volume of sales doclined rapidly in all these regions until the bottom 
was reached in 1933, Boginning in 1933, there was a steady growth in sales 
through 1937, After 1937, the volume of sales decreased significantly during the 
general business slump which endured until the beginning of the war progrem in 
1939, By 1942, none of these regions had even closely approached the sales 
volume experienced in 1929, and only California sales regained the magnitude of 
1923, It is quite evident from Chart A that ordinary life-insurance sales have 
showm wide cyclical fluctuations==-falling in depression and rising in the more 
prosperous poriods, 


This conclusion is further substantiated by a comparison of the indcx of 
insurance sales with the Fedcral Reserve index of physical volume of production 
for tho United States during tho twenty-year period under consideration, The 
broad movoments in the insurance sales index were similar to the cyclical fluc- 
tuations displayod in the index of the physical volume of production until tho 
outbreak of tho war in 1939, 


Since tho war program bogan, insurance sales have not kept pace with the 
incroase in general business activity, and in 1942 the absolute docreaso was quite 
marked: the 1942 sales were only 86 per cont of tho 194] sales whereas the 1942 
physical volume of production was 115 per cent of the 1941 figure, 


Tho per capita ordinary insurance sales and the percontago of these to per 
capita incomo for Oregon and the United Statos are shown in Table II, page 6, 
For both Oregon and the nation at largo, por capita insurance salos declinod 
significantly from 1929 through 1940, this decline being 52 per cent for Orogon 
ond 46 por cont for the United States, ‘Whereas this decline was quito steady 
for the United Statcs during this twelve-year period, the Oregon per capita sales 
show marked cyclical fluctuations, falling in 1933 to 46 por cont of the 1929 
soles, This strengthons the conclusion suggested by Chart A that tho insurance sles 
of Oregon have displayed greater cyclical fluctuations than is shown in the sales 
for the country as a whole, 


It should bo noted that, during tho wide swings of national income from 1929 
to 1940, the porcontage of insurance salos to incomo varied only between 15,3 and 
8.7, a fairly closo correlation botween insuranco sales and incomo for the United 
States, Hence, if national income is substituted for the physical volume of 
production as an index to general business activity, the same general movement 
with insurance sales is found to exist, 
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sable II. Per Canita Ordinary Life-Insurance Sales and Income Payments, Oregon 





United States 





Per Capita 


Insurance 
Sales 


| Per Capita 


Income 
Payments 


‘| Ratio of 


Sales to 
Income 


Per Capita 


Insurance 
Seles 


Per Capita 
Income 
Paynents 


Ratio of 
Sales to 
Income 
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$104.16 
95.13 
72251 
58.54 
47.88 
49.72 
2.07 
57.48 
61.68 
52 234 
51.30 
50.16 


$658 
568 
477 
362 
243 
394 
449 
534 
562 
522 
552 
586 


15.8 % 
16.7 
15.2 
15.2 
13.9 
12.6 
11.6 
10.7 
11,0 
10.0 
0.3 
8.5 


$93.31 
87.57 
75.82 
60.47 
52.66 
57.64 
57 23 
«+5733 
58.40 
50.25 
4.941% 
49,85 


3677 
606 
512 
394 
372 
426 
461 
531 
560 
511 
541 
573 


13.8 % 
14,4 
14,8 
15.3 





eee. oe oO ew OOP 








$62.75 





$501 





12.5% 





$62.47 


$514 














* Source: 
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1941, pare 14. 


lifa insuranco, 


in relation to income since 1950, 


Per cupita income payments are from Survey of Current Business, August 
Remaining ficures computed fron data supplied by Life Insurance 
Sales Research Bureau, U. S. Census Reports, and Nineteenth Biennial Report of 
the State Board of Health of Oregon. 


For both Oregon and tre United States, insurance sales have steadily declined 
Since the depth of the depression in 1933, 
insurance sales heve not ircreased as rapidly as income, and the decrease in the 
percentage of insurance scles to income is significantly larre,. 
though not dedus:ble from the data, that the compulsory forms of social insurance 
have to some extent decreased the demand for life insurance as a moans of in- 
creasing financicl security. 


It is conceivable, 


Another nossible explanation is strongly suggested by the fact that, since 
1930. investments in annuities hava increased relative to investments in ordinary 
Table III, pares 7, shows the annual annuity promiums as a per- 
centage of total life insurance premiuns,. 
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Table III. Annuity Premiums as a Percentage of Total Life-Insurance Premiums, 


_———— 


1930-1941* 





ne 





Year 


1930 
1931 
1932 
1933 


Percentage 


Year 


1936 
1937 
1938 
1939 


Percentage 


1934 1940 
1935 1941] 
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* Source: Computed from data in Survey of Current Business, 1942 Supplement, 
paye 69. 


It is a matter of experience that, as opportunities for direct industrial 
investment decrease, persons with surplus funds turn to annuities as an alter- 
native for the same reason that they turn to Federal bonds. The growth of 
annuities in relation to total insurance could be explained by a mere absolute 
growth of annuity purchases at the expense of direct industrial investments. 
However, it is also possible and plausible that some portion of the increase 
in annuities occurred at the expense of ordinary life-insurance sales, 


The foregoing analysis of data leads to the following conclusions: 


1. The volume of ordinary life-insurance sales in Oregon, Washington, 
California, and the United States decreased markedly during the 
depression years after 1929 and in each of these regions has 
failed to rise to anything approaching the 1929 level. 


The fluctuations of ordinary life-insurance sales in Oregon and 
Washington were greater than for the country at large during the 
period 1923-1939, whsreas California sales fluctuated less than 
the national sales. 


For both Oregon and the United States at lerge, ordinary insurance 
sales have steadily declined in relation to income since 1950, 


Since 1930, investments in annuities have increased relative to 
investments in ordinary life insurance. 
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OREGON BUSINESS - JANUARY 


General Business, For the first time in ten months, one measure of general 
business activity in Oregon--the debits to accounts of banks throughout the state 
--failed to show an increase. For the state as a whole, bank debits in January 
were 10.1 per cent less than December 1942, although 36.5 per cent higher than in 
January a year ago. The usual seasonal decline plus bad weather and a greater- 
than-usual decline in logging and lumbering account for the result. All areas 
except Klamath Falls-Lakeview showed a decrease, although the changes were far 
from uniform. Percentage changes in January (adjusted for days) by areas were as 
follows: 


Compared with 
December 1942 January 1942 








Portland — 6.8.% +49.7% 
Lower Willamette Valley —16.2 + 1.6 
Upper Willamette Valley — 10.1 + 19,0 
North Oregon Coast = 9.6 no change 
Douglas = Coos Bay —11.8 + 11.9 
Southern Oregon ~~ 2264 + 2961 
Upper Columbia River — 19,5 + el 
Pendleton = 366 + 14.7 
Central Oregon —~—27 el + 8 el 
Klamath Falls « Lakeview + 2.3 + 13.5 
Baker - La Grande —274 — 4,3 


Burns = Ontario —41,.8 | — 11,6 


Retail Sales - December 1942. Delay which resulted from the closing of the 
San Francisco office of the Bureau of the Census made it necessary to omit the 
usual report on sales of independent retailers in the January issue of the Review. 
In order to make this series complete, the December 1942 data, as well as the 
January 1943 data, are presented in this issue. December 1942 sales, as reported 
by 608 independent Oregon retailers, were 11.8 per cent higher than in November, 
adjusted for days, and 22.7 per cent above December 1941. The month-to-month 
increase was muoh less than the usual seasonal increase in December when sales of 
all lines of merchandise are considered, although department store and drug store 
sales produced record gains as shown below. Percentage change by lines of mer- 
chandise (all figures adjusted for days) were as follows: 


Compared with 
November 1942 December 1941, 








Department Stores +41.9 % : +51.7 % 





Food Stores 

Eating and Drinking Places 

Drug Stores 

Apparel Stores 

Motor Vehicle Dealers 
Furniture-Household=-Radio Group: 
Lumber=-Building-Hardware Group 





+ 4.5 
ao 2e2 
+51.5 
+28.3 
—i10.3 
+10.6 
—2269 


+32.8 
+59.7 
+68 .2 
+57 .4 
—69.7 
+19.1 
“oa Zell 
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For the year 1942, sales for the state were only 11 per cent above sales in 
1941. When higher price levels are taken into consideration, it is doubtful if 
physical volume of sales was maintained. Only one major line of merchandise = 
motor vehicles = showed a decrease for the year, but since this item is normally 
about 15 per cent of sales of independent retailers and the decline was 70 per 
cent, the effect on the total was large. Other lines of merchandise showed 
increases in dollar volume for the year as follcws: food stores, 25 per cont; 
eating and drinking places, 35 per cent; drug stores, 35 por cent; department 
stores, 25 per cent; apparel storss, 38 per cont; furniture-household-radio group, 
8 per cent; lumber-building-hardware group, 12 por cent. 


Total sales for the year 1942 as compared with 1941 varied widely from city 
to city and area to area in accord with the uneven influence of the war programe 
1942 sales of independent retailers in Portland were 18 per cent higher than 
1941; Salem sales were 4 per cent higher, while sales in Fugene and Klamath Falls 
declined 10 per cent and 6 per cent in Astoria. By areas, the percentage changes 
ranged from an increase of 33.9 per cent for Southern Oregon to a decrease of 
11.0 per cent for Central Oregon and Klamath Falls-Lakoview, The following table 
compares sales in Deccmber 1942 with November 1942 and December 1941, and the 
total for 1942 with 1941. 


1942 vs. 
1941 


December 1942 compared with 
November 1942 December 1941 





Portland 


+ 
_~ 
10 4] 
@ 
a 
Le) 


y, + 32.8 % +12.7 % 


Lower Willamette Valley 

Upper Willamette Valley 

North Oregon Goast 

Douglas=-Coos Bay 

Southern Oregon 

Upper Columbia River & Pendleton 
Central Oregon & Klamath Falls-Lakeview 


~ 
> 
e 


+ 8,8 
+ 14.0 
+-17,5 
+ 10.9 
+ 40.2 
+15.6 
— 267 


+ 10.5 
+ 27 
+ 1.5 
— 162 
+ 33.9 
or 200 
—- 11.0 
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_ 
® 
OAPrAMD-~ Ir ~I 


Oa9coYrs 


Baker-La Grande & Burns-Ontario + 3,4 — 0.4 


Retail Sales = January. Sales of independent Oregon retailers in January 
declined much more than seasonally, the decrease as compared with December being 
2709 per cent, adjusted for days. As compared with Janusry a year ago, sales 
were 135.0 per cent higher. Sales in department stores, apparel stores, and 
furniture-household=-radio lines showed unusually heavy declines. Percentage 
changes by lines of merchandise were: 


Compared with 
Desember 1942 January 1942 








Department Stores 

Food Stores 

Eating and Drinking Places 

Drug Stores 

Apparel Stores 

Motor Vehicle Dealers 
Furniture-Household=Radio Group 
Lumber=Building=Hardware Group 


+ 26.9 % 
+ 25.5 
+ 66.1 
+ 47.9 
+ 28.5 
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Sales of independent retailers in Portland were 40.1 per cent less than in 
December and 21.3 per cent higher than January a year ago. Eugene stores sold 
22e7 per cent less on the average than in December and 9.4 per cent less than 
January 1942. Sales in Klamath Falls were 35.4 per cent under December and 19.1 
per cent less than sales in January 1942. Percentage changes by areas were: 


Compared with 
Dacember 1942 January 1942 








Portland — 49.1% + 20.5 % 
Lower Willamette Valley 42.8 + 35.9 
Upper Willamette Valley 2ue7 + 1.7 
North Oregon Coast 740 + 20.0 
Douglas-Coos Bay 14.2 + 10.4 
Southern Oregon 5646 + F562 
Upver Columbia River and Pendleton 54.47 + 21.4 
Central Oregon and Klamath Falls-Lakeviow 56,8 — 10.8 
Baxer=-La Grande and Burns-Ontario 3834 + 2.7 


) et te 


Building Permits. Forty-five Oregon citics issued building permits of 
$2,137,544 in January, an increaso of 51.3 per cent as compared with the total 
permits issued by identical cities in December. The total was composed of 
$1,976,319 in permits for new rosidential construction,, substantially all in 
Portland, $77,933 for now noneresidential conciruection, and $83,301 for additions, 
alterations, and repairs. Total permits issued in January were 121.4 per cent 
higher than those issued in January 1942, with new residential construction 
(all defense housing) up 355.0 per cent, new noneresidential construction off 
76.7 per cont, and additions, alterations, and repairs 57.6 per cent less than 
@ year ago. 


Lumber Production. Production, shipments, and orders received in the West 
Coast (Western Crogon and Western Washington) and Western Pine (Eastern Oregon 
and Eastern Washingtox) areas were reported by the National Lumbor Manufacturers 
Association for the four wecks ending January 30, 1943 and the same period a 
year ago as follows: 





January 1943 January 1942 % Change 
(M ba. ft.) (M bd. ft.) 


West Coast 
Production - 296,604 457,720 — 35.2 % 
Shipments 526,903 449,880 — 2745 
Orders Received $53,480 | 548 ,012 — 35.5 
Unfilled Orders- 827,994 728,238 
Jan. 30, 1943 and Jan. 31, 1942 


Western Pine 
Production 177,916 189,013 
Shipments 299,019 297,888 
Orders Received 252,159 359,268 
Unfilled Orders- 333,321 366,073 
Jan. 30, 1943 and Jan. 31, 1942 
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